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Cover: Welders tie in 36 inch diameter pipe on the TransCanada 
looping program through the rock country of northern Ontario. 


In October, 1973, the Company observed the 15th Anniversary 
of the completion of construction of the initial pipeline system. 
Shown below is the last weld, which was completed in the 
snow and rain near Kapuskasing, Ontario, on October 10, 1958. 


On October 10, 1958, the last weld, 
signalling completion of the original 
TransCanada system, was made near 
Kapuskasing, Ontario, and a new era in 
the expansion of the Canadian gas 
industry began. During 1973 the 
Company maintained its fifteenth year 
of continuous growth in facilities to 
serve expanding Canadian energy 
requirements. The Company also took 
further major steps to adjust its opera- 
tions to changing energy conditions 
in Canada. 

As anticipated, 1973 was a difficult 
year financially for TransCanada 
PipeLines. Substantial increases in 
revenues were more than offset by 
rising gas supply costs and increased 
financial charges associated with the 
large increase in capital investment in 
the Company's pipeline system. 

Revenues in 1973 were $436,803,000 
compared with $376,358,000 in 1972. 
Net income before extraordinary gain 
and provision for dividends on pre- 
ferred shares was $39,512,000 in 1973, 
compared with $37,091,000 in 1972. 

Net income applicable to common 
shares before extraordinary gain was 
$28,004,000 in 1973 compared with 
$26,737,000 in 1972. The profit from 
Great Lakes Gas Transmission 
Company, the United States affiliate, 
improved during the year, and 
TransCanada’s 50% share was 


$6,022,000 in 1973, substantially up 

from $3,067,000 in 1972. | 

Net income per common share in 
1973 was $3.02 compared with the 
net income per common share of $3.13 
in 1972 due to the larger number of 
shares outstanding in 1973. The 1973 
cash flow from operations was $6.38 
per common share, compared to 
$6.97 in 1972. 

The less than satisfactory overall 
financial results in 1973 tended to 
obscure several major Company 
accomplishments : 

— for the first time, annual throughput 
exceeded one trillion cubic feet of 
natural gas. 

— the peak day reached 3.394 Bcf, up 
from 3.128 Bcf in 1972. 

— 533 miles of new large diameter 
pipeline facilities were completed 
during the year and 63,500 horse- 
power of new compression was 
added to the system, all within cost 
estimates and on schedule. 

— TransCanada’s entire debt was ona 
long-term basis at the end of 1973 as 
a result of the sale during the year of 
$75,000,000 of first mortgage pipe 
line bonds and $100,000,000 of 
sinking fund debentures, and these 
securities were sold entirely in 
Canada. 

—the first action to place Trans- 
Canada’s rates on a more satisfactory 
basis was completed when the 
National Energy Board approved 
new rates to be effective from June 1, 
1973 and subsequently under its new 
expedited procedures approved 
increases to the rates effective 
September 1, 1973; another rate 
increase to offset increased gas costs 
was made effective November 1, 
1973. 


— TransCanada redetermined the field 
prices of approximately 40% of its 
natural gas supply in Alberta. 


In 1974, the Company plans to 
complete the looping of its northern 
Ontario system which commenced in : 
1970. This program includes 154 miles 
of 36 inch loopline between Winnipeg 
and Toronto. In addition to providing 
increased security on the system, this 
new construction will fulfill the 1966 
undertaking of TransCanada to the 
Government of Canada to complete 
this loopline. A further 69 miles of 
24 inch loopline will be added between 
Toronto and Montreal and 17 miles will 
be added on the extension to Ottawa. 

The Company’s major effort in 1974 
must be to bring its revenues to a level 
which will enable it to earn an adequate 
rate of return on its greatly expanded 
rate base. TransCanada’s present rates 
are inadequate to earn the rate of return 
which the National Energy Board found 
to be fair and reasonable. Accordingly, 
late in 1973, the Company filed its 
second major rate application. This 
application will up date the rate base 
to include all facilities presently used 
in providing service. It will request 
approval of a higher rate of return. A 
higher rate of return is essential if the 
Company is to provide a reasonable 
return to its shareholders and be able 
to attract the necessary capital for 


James W. Kerr, Chairman and Chief 
Executive Officer, at left, and George 
W. Woods, President. 


construction of facilities to provide 
proper service to its customers. 

All of the Company’s export permits 
now contain a provision requiring 
prices to United States customers will 
not be less than 105% of Canadian 
prices in the rate zone in which the 
export takes place. These provisions 
become effective April 1, 1974 with 
respect to 58% of the export volumes as 
a result of recent amendments made to 
export licenses by the National Energy 
Board. TransCanada’s United States 
customers have requested the Federal 
Power Commission to approve the 
higher border prices which will result 
from these contract amendments. 

In 1974 the Company will again 
redetermine field prices of approxi- 
mately 45% of its natural gas supply 
in Alberta. Failing agreement by 
negotiation these prices will be set 
by arbitration. 

In 1973 many significant develop- 
ments took place at both federal and 
provincial governmental levels as 
Canada moved towards a new national 
energy policy. A combination of world 
demand and world political circum- 
stances combined to place a severe 
upward pressure on the prices of all 
forms of energy, domestic and im- 
ported. This situation, which developed 
so quickly in the last quarter of 1973, 
brought demands from owners and 
producers of oil for well head prices 
which would more nearly reflect world 
prices. This, in turn, has brought 
renewed demands for higher field 
prices for natural gas. Consumers 


naturally have resisted a too rapid 
increase in energy prices. 

The Government of Alberta still 
requires. increased well head prices for 
TransCanada’s entire gas supply before 
your Company will be permitted to 
remove additional volumes of gas 
from Alberta. 

As a major purchaser and transporter 
of energy, TransCanada has been 
caught in the middle of these conflict- 
ing trends. As a regulated utility its 
corporate ability to make adjustments 
on its own initiative is limited by federal 
and provincial governmental policy. 

In 1973 progress towards resolving 
differences in an orderly manner was 
made with the co-operation of both 
producers and distributors of natural 
gas, and in 1974 itis anticipated that 
further progress will be made as the 
entire industry adjusts to the new 
economic circumstances. 

Upon completion of the large four 
year expansion of its own system, your 
Company plans to resume the opera- 
tions of International PipeLine Engineer- 
ing Limited on a larger scale in 1974. 
Research work on devices for inspec- 
tion of installed pipelines is being 
continued. 


Atleft, from top to bottom, engineers 
from the U.S.S.R. visit the Company’s 
facilities near Regina; native Canadians 
inspect construction in northern 
Ontario; and members of the British 
Commonwealth Branch of The Board of 
Trade of Metropolitan Toronto inspect 
the Gas Control Centre. 


On the opposite page, at the top, are the 
first photographs in a series depicting 
areas of Canada from which the natural 
gas is obtained and through which the 
pipeline passes. 


Below, pictures of field employees at 
work across the system encircle a 
coating and wrapping operation during 
looping of the pipeline near North Bay, 
Ont. 


During 1973 TransCanada continued 
its participation in Canadian Arctic Gas 
Study Limited and in the Polar Gas 
Project. Canadian Arctic Gas will file in 
the near future its initial applications to 
construct a gas transmission system 
from Alaska through Canada to the 
Canada- United States boundary near 
Monchy, Saskatchewan and Kings- 
gate, British Columbia. When ap- 
proved and completed, this line will 
connect with the existing TransCanada 
system near Empress, Alberta. The 
Polar Gas Project, in which Trans- 
Canada is the Manager, proposes a 
pipeline from the natural gas reserves of 
the eastern Arctic Islands, and has 
made substantial progress in its 
difficult engineering studies. 

In March 1973, Mr. A. Jean de 
Grandpré, O.C., President of Bell 
Canada, was elected a Director of the 
Company. 

Mr. R. G. Wall, formerly Vice- 
President and Treasurer, was appointed 
Vice-President, Finance and Mr. H.N. 
Nichols was appointed Treasurer. Mr. 
J. K. Archambault has joined the 
Company as General Counsel. Mr. C. C. 
Whitaker, Vice-President, Engineering 
and Operations, having reached retire- 
ment age, resigned January 1, 1974. 

It is a privilege to acknowledge, on 
behalf of the Board of Directors and the 
shareholders, the hard work, loyalty 
and skill of all TransCanada employees. 
During the past year they have ably 
responded to many difficult challenges. 
Their composite ability augers well for 
the future of the Company as new and 
complex business situations are 
encountered. 


On behalf of the Board, 


Chairman and Chief Executive Officer 


Toronto, Ontario 
February 28, 1974 
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1973 CONSTRUCTION 

Once again in 1973, TransCanada’s 
new facilities program involved year 
round construction. 

In eastern Manitoba and northern 
Ontario 348 miles of 36 inch diameter 
loop pipeline were added. Clearing 
and grading of the right-of-way com- 
menced in late 1972 and pipe-laying 
began in January 1973. The project 
was completed in the early fall. In 
Saskatchewan and Manitoba 149 
miles of 42 inch diameter fourth pipe- 
line were added with construction 
taking place during the summer 
months. In the early fall 36 miles of 
24 inch diameter second pipeline were 
completed between Toronto and 
Montreal. 

A total of 63,500 compressor 
horsepower was added to the system. 
60,500 horsepower was installed at 
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existing compressor stations and a new 
3,000 horsepower compressor station 
was constructed near Cornwall, 
Ontario. 

The continuing program of up- 
grading the 30 inch line in Manitoba 
and Ontario resulted in retesting 121 
miles of line in 1973. This program will 
enable higher working pressures in the 
future with increased efficiency and 
throughput. 


1974 CONSTRUCTION 

During 1974 the Company will add 
154 miles of 36 inch pipeline to its 
system between Winnipeg and 
Toronto. 69 miles of 24 inch line will be 
added between Toronto and Montreal 
and loopline totalling 17 miles will be 
added on the extension to Ottawa. 
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RESEARCH AND DEVELOPMENT 
The Company developed electronic 
fault detection instruments were used 
extensively in the inspection of newly 
completed sections of pipeline during 
1973. Significant results indicate that 
when development of these instru- 
ments has been completed they will 
make possible further progress in 
achieving better methods of pipeline 
design and construction. 

Further research will continue in 
1974 on devices for larger diameter 
spiral weld pipe. 
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INTERNATIONAL PIPELINE 


Great Lakes Compressor 
ENGINEERING LIMITED (IPEL) Station Horsepower 
With TransCanada’s major expansion No. Location Total 

program completed, a more active role Micnesots 
is planned for International PipeLine 1 } Vincent 16,500 
Engineering Limited (IPEL), and itis 2 Thief River Falls 28,500 
hoped that in 1974 IPEL will participate 3 Shevlin 32,500 
with other Canadian engineering 4 Deer River 31,300 
firms in major overseas projects. : Coie ae 

Wisconsin 
6 Iron River 31,300 

Michigan 

7 Wakefield 32,500 
8 Crystal Falls 31,300 
9 Rapid River 12,500 
10 Naubinway 25,000 
11 Boyne Falls 25,000 
12 Farwell 13,600 
13 Otisville 25,000 
Total 337,500 
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TransCanada Compressor Horsepower 
Addi- Total 
Station tions Dec. 31, 
No. Location 1973 1973 
Saskatchewan 
2 Burstall 16,000 82,200 
5 Cabri — 41,770 
9 Herbert — 41,770 
13 Caron — 41,600 
1] Regina — 41,770 
21 Grenfell — 41,900 
25 Moosomin na 44,600 
Manitoba 
30 Rapid City — 41,900 
34 Portage la Prairie — 41,900 
4] Ile des Chénes — 52,600 
43 Spruce — 12,100 
45 Falcon Lake — 12,000 
Ontario 
49 Kenora — 15,200 
52 Vermilion Bay — 12,100 
55 Dryden — 12,000 
58 Ignace — 15,200 
60 Martin — 12,100 
62 Upsala — 12,000 
64 Raith = 12,100 
68 Thunder Bay — 12,500 
70 Hurkett — 12,100 
75 Nipigon _ 12,400 
7, Jellicoe — 12,100 
80 Geraldton — 12,500 
84 Klotz Lake — 12,100 
86 Hearst — 12,000 
88 Calstock — 12,100 
92 Mattice 12,500 22,500 
95 Kapuskasing _ 10,600 
99 Smooth Rock Falls 12,500 22,400 
102 Potter — 12,100 
105 Ramore — 13,165 
107 Swastika — 10,600 
110 Haileybury 3,500 23,700 
12 Marten River — 10,600 
116 North Bay — 10,400 
119 Sundridge _ 10,600 
123 Bracebridge 16,000 25,900 
127 Barrie — 10,600 
130 Maple — 7,900 
134 Bowmanville — 6,000 
136 Cobourg — 9,000 
139 Belleville —_ 6,000 
142 Kingston — 9,000 
144 Brockville — 6,000 
147 Cornwall 3,000 3,000 
209 Ancaster —- 3,165 
Quebec 
802 Candiac — 550 
Mobile Compressor Units 26,000 
Total 63,500 944390 
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During 1973 the Company redeter- 
mined the prices payable under gas 
purchase contracts involving approxi- 
mately 40% of the gas purchased 
from fields in Alberta. The price payable 
was set at 26.00¢/Mcf effective 
November 1, 1973 under some con- 
tracts and at 26.00¢/Mcf effective 
January 1, 1974 under the remainder. 
All contracts provide for an escalation 
of 1.00¢/Mcf each year commencing 
November 1, 1974. Prices will be 
redetermined under these contracts 
again on November 1, 1974 and every 
two years thereafter. 

TransCanada also renegotiated the 
terms of other gas purchase contracts 
to provide for the same price and 
periods for price redeterminations as 
outlined above in return for commit- 
ments of additional gas reserves, addi- 
tional lands, additional drilling programs 
and other considerations. 

Gas reserves under contract were 
increased by approximately 0.9 trillion 
cubic feet as a result of growth in gas 
reserves in fields previously under 
contract and new purchases of gas 
made in conjunction with renegotiation 
of existing purchase contracts as 
described above. The Company 
estimates that as of December 31, 1973 
it had under long-term gas purchase 
contracts, including the gas purchase 
contract with Consolidated Natural 
Gas Limited, approximately 22.4 
trillion cubic feet of gas reserves. 

TransCanada must purchase a sub- 
stantial volume of additional gas 
reserves each year to sustain a reason- 
able deliverability life to support 


Above right, a giant ditching machine is 
shown as it prepares to test the feasi- 
bility of ditching through the ice in 
channels between Arctic Islands. 
Below, the supply and survey vessel, 
Percy W. Crosbie, departs Montreal for 
asummer’s work in the Arctic waters as 
part of the Polar Gas Project. 
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existing market levels. The Company 
has followed its traditionally aggressive 
gas purchasing programs but it is 
becoming increasingly difficult to 
purchase additional new supplies. The 
difficulty in purchasing new gas 
reserves results from such factors as 
the higher prices being offered by other 
purchasers, producers withholding gas 
reserves from market due to the 
expectation of higher well head prices 
in the future, uncertainty regarding 
Government policy and diversion of 
exploration efforts by the producers 
away from western Canada. 

TransCanada holds Permit No. 

TC 70-10 issued under the Gas 
Resources Preservation Act of Alberta. 
The Permit, which expires October 31, 
1994, authorizes the Company to 
remove from Alberta a maximum 
quantity of 1.002 trillion cubic feet ina 
consecutive 12 month period ending 
October 31 and a total quantity of 
22.36 trillion cubic feet during the 
term of the Permit. To December 31, 
1973, the Company has removed from 
Alberta under the Permit approximately 
7.1 trillion cubic feet of gas. 

On March 28, 1973, the Energy Re- 
sources Conservation Board of Alberta 
reported that it was prepared, with the 
approval of the Lieutenant Governor in 
Council, to grant the Company’s 
application and amend Permit No. 

TC 70-10 by extending the term to 
October 31, 1997 and by increasing the 
withdrawal rates to permit the removal 
from Alberta of a maximum quantity of 
1.165 trillion cubic feet in a consecu- 
tive 12 month period ending October 
31 and a total of 23.731 trillion cubic 
feet during the term of the amended 
Permit. The approval of the Lieutenant 
Governor in Council has not been 
received. 

The Company also purchases gas 
from parties in Alberta who have 
obtained permits for the removal of 
such gas from Alberta. One of such 


parties, Consolidated, is the holder 

of a permit which expires on October 
31,1996 and under which it is entitled 
to remove from the Province of 
Alberta 140 billion cubic feet of gas in 
a consecutive 12 month period ending 
October 31. Under a contract with 
Consolidated, the Company is presently 
taking delivery of approximately 330 
million cubic feet of such gas daily. 
During 1973 delivery of 109 billion 
cubic feet of gas was taken under this 
contract. 


CANADIAN ARCTIC GAS 
STUDY LIMITED 

Canadian Arctic Gas Study Limited, in 
which the company is a founding 
participant, selected its routing and 
substantially completed its initial 
economic, engineering and environ- 
mental feasibility studies in 1973. In the 
near future it will file the first of the 
necessary applications to construct 

a 48 inch diameter pipeline from the 
natural gas reserves of the North slope 
of Alaska and the Mackenzie River 
Delta to Monchy, Saskatchewan and 
Kingsgate, British Columbia, where it 
will connect with United States carriers. 

The proposed line will deliver natural 
gas required for eastern Canadian 
markets into the facilities of Trans- 
Canada PipeLines at Burstall, 
Saskatchewan. 

It will be necessary for Canadian 
Arctic Gas Study Limited to obtain 
approvals from the Department of 
Indian Affairs and Northern Develop- 
mentas to the routing of its pipeline 
through the North West Territories and 
from the National Energy Board as to 
engineering, financing and economic 
feasibility. 


POLAR GAS PROJECT 
TransCanada acts as manager of the 
Polar Gas Project, which commenced 
an extensive program of research in 


1973 aimed at establishing the feasi- 
bility of transporting large volumes of 
natural gas from the eastern Arctic 
Islands to markets in Canada and the 
United States. 

Further research programs are 
currently under way. To date no in- 
surmountable obstacles to large 
diameter pipe crossings of deep water 
channels between the Arctic Islands 
have been uncovered. 

The year’s research has demon- 
strated that ice, averaging six feet 
thick in critical areas, should be thick 
and strong enough to support pipe- 
laying operations, and that it will be 
possible, using modified trenching 
equipment, to cut trenches in the ice 
through which pipe may be lowered to 
the channel bottom. 

Extensive bathymetric research has 
accumulated a great deal of information 
on channel depths, currents, tides, 
bottom and sub bottom characteristics, 
and the extent of ice scour. Office 
studies have established the basis for 
future field research to determine the 
potential impact of a pipeline on 
socio-economic conditions, vegeta- 
tion, permafrost, bird life, land 
mammals, and fresh water and marine 
biology. 

Over 6,000 miles of possible 
alternative pipeline routes have been 
examined by aerial photography, and 
studies of other proposed modes of gas 
transportation are continuing. 

In 1974, Polar Gas is continuing its 
high level of research activities — 
including a program of field environ- 
mental research and an ice program 
designed to confirm the feasibility of 
supporting pipelaying operations 
across Arctic channels by a built-up ice 
right-of-way. Engineering research will 
concentrate on establishing both a 
design for the pipeline and a means of 
laying it, at acceptable and economic 
rates of speed, on land and across 
channels. 


ANNUAL GAS SALES 
By customer (volumes in MMcf) 


Saskatchewan Power Corporation.................. 
Plains-Western Gas (Manitoba) Ltd................ 
Mier City Gas Liniited ¢ asics ees 2 
Northern and Central Gas Corporation Limited 
Ontario DWISION: oie ee ek 
Greater Winnipeg Gas Company................:3 
Gaz Metropolitan, INC... ee 
The Consumers’ Gas Company.................0.. 
Union Gas imited oe el ee 


Michigan Wisconsin Pipe Line Company............ 
Midwestern Gas Transmission Company............ 
Great Lakes Gas Transmission Company............ 
InterCity Gas Limited es 
Tennessee Gas Pipeline Company................. 
Niagara Gas Transmission Limited................ 
Netmont Gas S¥stems, ne, ce cs 


Total US EXPO. es ic ee yee 
Total Sales....... a |. 


1973 1972 1971 1970 1969 
3,018" | 23,073 26,480 23,279 19,680 
11,065 8,409 8,167 7,460 6,435 
6,659 7,852 5,900 3,922 3,496 
112,020 108,026 102,192 95,642 83,695 
47,100 47,988 42,291 40,179 37,172 
59,801 53,962 50,171 48,729 48,433 
281,969 235,804 175,291 173,530 148,983 
214,908 178,663 143,024 134,264 99,197 
2,072 2,015 1,862 1,/28 1,707 
738,614 665,792 555,378 528,734 448,798 
18,250 18,300 18,250 2,332 — 
118,931 119117 119,483. (21.752 117,792 
117,355 = 111,447 98,995 48,934 19,895 
7,985 8,120 7,021 — — 
— — 22,843 28,143 11,099 
5,547 5,899 5,946 5,495 5,361 
3,912 3,745 2,820 2,592 2,095 
271,980 266,628 275,358 209,188 156,242 
1,010,594 932,420 830,736 737,922 605,040 


1968 1967 1966 1965 1964 
74) 18.000 2k 8309 3.279 
6,565 4.553 2,588 2,456 1,980 
g766 Nl) 2885 2ara 2148 
75,805 70,089 61,523 56,874 53,049 
35,628 34,480 33,255 27,406 23,467 
41359 ALAA 41,189 98,308 31,737 
120,610 112,604 105,301 96,707 _— 82,860 
86,736 70,142 65,768 54,041 43,533 
1566 1550 1555 1.499... 1,224 
388,796 350,669 320,248 281,154 243,274 
117,197 83,718 9 7148 = 73,988 == 71,366 
9665 — _ = = 
of - - = 
A504 3908 3 A 208 
1,452 613 10 - 
127,163 88,325 80,789 + ~=—«77,132-~=Ss 73,444 
515,959 438,994 401,037 358,286 316,718 
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*The Company sold its Unity pipeline on October 1, 1972, to a subsidiary of Saskatchewan Power Corporation. It is considered inappropriate to continue 
to include these sales with those listed above since the gas does not move through any of TransCanada’s facilities. 


TransCanada met all of its contractual 
sales commitments during 1973 and 
was also able to deliver some additional 
quantities to its customers. Natural gas 
sales were 1010.6 Bcf in 1973, up 

78.2 Bcf from 1972. 

Gas supply remains a constraint on 
the expansion of natural gas sales, and 
itis not anticipated that any major 
expansion in sales can take place until 


A group of photographs showing the 
complexities of the search for natural 
gas in the Far North. Opposite page, 

top left, is an Arctic research base camp 
and below it a view of the Mackenzie 
delta showing the difficult terrain which 
may be encountered by pipeline con- 
struction crews. Above right, engineers 
study permafrost ina test ditch. Below 
left, the Christmas tree, or wellhead 
assembly, of a natural gas well, in the far 
north. Center, above, Spruce grouse; 
below, Dall sheep, both of which have 
been the subject of detailed ecological 
studies, and below right, sound- 
simulation equipment to help observe 
reactions of animals to the electronic- 
ally-simulated sound of a pipeline 
compressor station. 


gas reserves from frontier areas are 
assured. Unless there is an increase in 
the historic finding rate in western 
Canada, Canadian markets will require 
all new reserves likely to be discovered 
in western Canada to maintain current 
levels of deliveries. 

In 1973 the Company negotiated 
amendments to contracts comprising 
approximately 58% of the gas it exports 
to the United States to provide that the 
price payable for the gas exported 
would never be less than 105% of the 
price paid by the Company’s Canadian 
customers in the rate zone from which 
the gas is exported. The contracts 
covering the remaining 42% of the gas 
exported already contain similar pro- 
visions. The United States customers 
applied to the Federal Power Com- 
mission of the United States for 
approval of the amendments and a 
hearing has been scheduled. Early in 
1974 the National Energy Board 
amended the licenses under which the 
Company exports gas to provide that 
the price to be received for gas exported 
after April 1, 1974 shall be the price in 
the amendments referred to above. 

TransCanada completed its first full 
year of transportation service for 


Consolidated Natural Gas Limited, 
transporting some 28.3 Bcf of gas 
from Herbert, Saskatchewan to 
Emerson, Manitoba. TransCanada has 
also entered into negotiations with 
three of its distribution customers to 
transport gas reserves which such 
distributors may purchase in Alberta. 
Such contracts will be conditioned on 
the customers obtaining an adequate 
gas supply and subject to the receipt 
of all regulatory approvals. 

Industrial sales in the provinces 
served by TransCanada represent 
approximately 51% of the total sales. 
22% of the gas is sold to residential 
markets, with 20% going to commercial 
markets and 7% being sold for the 
thermal generation of electric power. 
The percentage of households using 
natural gas as their principal heating 
fuel in the provinces served by 
TransCanada has increased from about 
25% in 1967 to 31% in 1973, and itis 
expected that this percentage will 
increase. An increased rate of growth 
in the residential use of natural gas is 
expected in eastern Ontario and Quebec 
because of uncertainties in the supply 
of imported fuels. 


EMPLOYEES 


A company’s greatest asset, its 
employees, is not recorded on its 
balance sheet. Throughout this report 
you will see pictures of some of the 
1,327 employees who make the Com- 
pany’s operations possible. Nineteen 
per cent of them have been with the 
Company 15 years or more. Their 
average age is 36 years, and their 
average length of service is 7.3 years. 
They work at 53 locations in the 
Provinces of Alberta, Saskatchewan, 
Manitoba, Ontario and Quebec. 
Evidence of the operating efficiency 
of the field employees in the Company’s 
Operations department, particularly 
in the preventive maintenance of 
sophisticated facilities, is found in the 
15 year, 24 hours per day record of 
reliable natural gas service to the 
Company’s customers. What often 
is not recognized publicly is the 
important roles played by engineers in 


pipeline research and design, by the 
purchasing department which secures 
millions of dollars in materials and 
supplies every year, by the right-of-way 
department which acquires the land 
rights necessary for the Company 
operations and by the finance depart- 
ment which arranges the substantial 
amounts of capital required for expan- 
sion, as well as accounting for the 
Company's operations, and the 
preparation of the rate applications 

so vital to the Company's future. 

The 73 employees in TransCanada’s 
Calgary office are responsible for 
purchasing new reserves of natural gas, 
and administer over 1,100 purchase 
contracts. Their efforts must be 
matched by the sales department 
which negotiates the sale of available 
natural gas to our distribution 
customers. The legal department, 
assisted by outside counsel where 
necessary, represents the Company 
before the many federal and provincial 
regulatory bodies with which the 
Company must deal as a regulated 
company. 


The Company supports the efforts of 
its employees to continually improve 
their education and skills through 
special seminars and the subsidization 
of outside education courses. In 1973 
the Company also announced further 
improvements in vacation policy, the 
employees’ pension plan, hospital 
coverage, and long-term disability 
benefits. 


Below, TransCanada employees, from 
left to right in the Calgary Gas Supply 
office, the Central Area office in Thunder 
Bay, and the Eastern Area office in Don 
Mills, Ont. 

Opposite page, upper center, some 
of the more than 400 Toronto office 
employees attend a briefing on publica- 
tion of the Company’s 1972 Annual 
Report. 


COMMON SHARES 
Share distribution as at December 31, 1973 


shares 


3,865 
5,076 
121,603 
30,744 
3,370,440 
3,595,137, 
556,232 
64,831 
807,473 
347,440 


245 
8,903,086 


321,145 
43,052 
19,136 


9,286,419 


$2.80 CUMULATIVE REDEEMABLE 
FIRST PREFERRED SHARES 


Share distribution as at December 31, 1973 


4,359 
164,463 
470,795 

43,063 
16,186 
50,917 
110,919 


883,228 


3,080 
1,222 


887,530 


No. oF 


$2.75 CUMULATIVE REDEEMABLE 
CONVERTIBLE FIRST PREFERRED 
SHARES — SERIES A 


Share distribution as at December 31, 1973 


No. of 


stribution 
wfoundland 1,130 
ward Isla 111 
8,345 
1,925 
279,604 
274,645 
234,414 
5,256 
17,235 
21,957 
1 
7 


844,630 


‘Nova Scotia 


- NewB 


TA19 
1,076 


846,825 


Overall total 


$2.65 CUMULATIVE REDEEMABLE 
CONVERTIBLE SECOND PREFERRED 
SHARES— SERIES A 


Share distribution as at December 31, 1973 


No. of 


Distribution — - e shares 
‘Newfoundland — 2,490 
_ Prince Edward Islanc 3,645 
Nova Scotia 63,592 
_ New Brunswick 18,397 
Quebec 928,403 
Ontario 1,044,508 
| Manitoba 173,223 
Saskatchewan 24,287 
Abeta 85,907 
British Columbia 143,331 
Northwest Territories 25 
Yukon T erritory 10 
- Total Canadian 2,487,818 
ek 9,497 
_ Other Countries 2,685 
2,500,000 


“Overall oral 


OWNERSHIP 


TransCanada has a total of 24,984 
shareholders. Of this total, 22,030 are 
resident in Canada and hold 95.8% of 
the Company's outstanding common 
shares. 

4,777 of our common shareholders 
are corporations. Many of these are 
trustees for mutual funds or pension 
funds, or act as nominees for indivi- 
duals. Of our 20,207 individual share- 
holders, 9,586 are women and 10,621 
are men. 

The geographical distribution of our 
common and preferred shareholders is 
shown on the accompanying charts, 
where it will be seen that our share- 
holders live in every province and 
territory of Canada. TransCanada share- 
holders reside in 35 countries outside 
Canada. 

Our common shareholders whether 
individuals, or corporations repre- 
senting individuals, have invested their 
savings in purchasing a share of our 
pipeline system. Each of them has ac- 
cepted the investment risks which go 
with owning a business, and are en- 
titled to a return on their investment 
commensurate with the risks they take. 
In aregulated company like Trans- 
Canada, this return is determined by a 
regulatory agency. It must be high 
enough to attract new investors and to 
enable the Company to maintain 
service to its customers. 
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1973 OPERATIONS 
The 1973 operations of Great Lakes 
resulted in a net income of $12,047,000, 
an increase of $6,239,000 compared to 
the restated net income of $5,808,000 
in 1972. Retained earnings at 
December 31, 1973, were $17,986,000 
compared to $5,939,000 as restated 
at December 31, 1972. 

During the year Great Lakes trans- 
ported a total of 431 Bcf of gas of 


BALANCE SHEET 
(Thousands of United States dollars) 


ASSETS 


Property, plant and equipment . 
Less: accumulated depreciation 


Current assets 
Deferred charges . 


LIABILITIES 


Common stock . 

Retained earnings. 

First mortgage pipe line bonds . 
Notes payable to banks 
Current liabilities . 

Deferred credits 


STATEMENT OF RETAINED EARNINGS 


(Thousands of United States dollars) 


Retained earnings at beginning of year as 
previously reported : 

Adjustment of chs years’ income as described 
below 


Restated balance a beginning of year 
Net income . 


Retained earnings at end of Near . 


STATEMENT OF INCOME 
(Thousands of United States dollars) 


Operating revenues . 

Operating expenses . 

Depreciation. 

Federal and state income taxes. 
Amortization of investment tax credit 
Interest expense (net) . 


Net income 
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which 314 Bcf (or 73%) was delivered 
to TransCanada PipeLines for sale in 
eastern Canada and 117 Bcf was sold 
to or transported for customers in 
the United States. 
A summary of Great Lakes’ balance 
sheet as of December 31, 1973 and 
statements of retained earnings and 
income for the year then ended, with 
comparative restated figures for 1972 
follows: 


1973 1972 
$335,896 $333,171 
45,254 33,141 
290,642 300,030 
37,709 23,475 
1,207 3,343 
$329,558 $326,848 
1973 | 4972 

$ 50,000 $ 50,000 
17,986 5,939 
200,000 200,000 
25,000 41,700 
36,282 — 29,086 
290 123 
$329,558 $326,848 
1973 1972 

_ $ 6,677 $ 120 
(738) he 
5,939 131 
12,047 _ 5,808 

$ 17,986 $ 5,939 
1973 1972 
$103,646 $87,000 
53,111 48,937 
12,127 9,313 
9,949 5,765 
(3,407) (1,445) 
19,819 18,622 
91,599 81,192 

$ 12,047 $ 5,808 


RATES 

A Federal Power Commission order 
issued November 21, 1973, approved 
Great Lakes’ rate settlement agreement 
permitting rate increases to become 
effective February 4, 1973. As a result 
Great Lakes’ operating revenues in- 
creased in 1973 by approximately 
$7,500,000 after recognizing the effect 
of the original cost adjustments which 
reduced the effective rates and reve- 
nues in the period prior to February 
4,1973. 

The agreement required Great Lakes: 
to make refunds to its customers of 
$270,000, plus interest, for the period 
November 14, 1971, through February 
3, 1973, resulting from settlement of the 
Original cost issues in accordance with 
the prior rate settlement and 
$4,404,000, plus interest, for excess 
amounts collected for the period 
February 4, 1973, through November 
30, 1973, as determined under the 
current rate settlement. As a result of 
the adjustments relating to the original 
cost issues applicable to prior periods 
retained earnings as reported at 
December 31,1972, werereduced by, 
$738,000. The 1972 accounts of Great 
Lakes have been adjusted to reflect the 
entries required by the Federal Power 
Commission to plant, depreciation and 
income taxes as well as for the refunds 
to customers. 


Coating and wrapping pipe during 
construction in the Great Lakes Gas 
Transmission Company looping program. 


In muskeg areas where Great Lakes Gas 
Transmission Company looping took 
place in 1973, concrete weights are used 
to anchor the pipe in the ditch. 


CONSTRUCTION 

The 1973 construction program 
amounted to approximately $3,472,000. 
The construction consisted mainly of 
the winter installation of 7.2 miles of 

36 inch loop in the State of Minnesota 
which completed the looping program 
related to the transportation service for 
Northern Natural Gas Company. 

In 1974 Great Lakes plans to spend 
approximately $3,000,000 for replace- 
ments and additions to comply with 
new Federal regulations and to improve 
operating efficiency. 


FINANCING 

No outside financing was required for 
1973 and none is anticipated for 1974. 
Funds generated from Company 
operations will be adequate to cover 


proposed cash requirements for the 
year 1974. 


TransCanada PipeLines Limited 


A company incorporated under the laws of Canada, which owns and operates 
5,367 miles of natural gas transmission pipeline in Canada. 


EXECUTIVE OFFICE 
P.O. Box 54, Commerce Court West, Toronto, Ontario, M5L1C2. 


HEAD OFFICE 
407 Eighth Avenue S.W., Calgary, Alberta, T2P 2M7. 
SUBSIDIARIES (WHOLLY-OWNED) 


INTERNATIONAL PIPELINE ENGINEERING LIMITED 
A company carrying on the business of engineering, design and supervision of 
construction of pipelines and associated facilities. 


WESTERN PIPE LINES 
A company incorporated by special act of the Parliament of Canada, holding 
certain lands in Canada. 


THOMSON PETROLEUMS LTD. 
A company incorporated under laws of Alberta, carrying on certain non-pipeline 
functions. 


AFFILIATE (50% OWNED) 
GREAT LAKES GAS TRANSMISSION COMPANY 


A Delaware Company owning and operating a pipeline through the United States 


from Emerson, Manitoba, to Sault Ste. Marie, and Sarnia, Ontario. 


COMMON SHARES 

TRANSFER AGENTS 

Montreal Trust Company 

Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver. 
First National City Bank, New York. 


REGISTRARS 
National Trust Company, Limited, Toronto. 
Bankers’ Trust Company, New York. 


PREFERRED SHARES 

$2.80 Cumulative redeemable first preferred shares. 

$2.75 Cumulative redeemable convertible first preferred shares series A. 
$2.65 Cumulative redeemable convertible second preferred shares series A. 


TRANSFER AGENT AND REGISTRAR 
National Trust Company, Limited 
Montreal, Toronto, Winnipeg, Calgary and Vancouver. 


BONDS TRUSTEE 
National Trust Company, Limited, Toronto 


REGISTRAR CANADIAN SERIES 

54%, 64% and 6%% First mortgage pipe line bonds 

National Trust Company, Limited, Toronto and Montreal 

8%% and 8%% First mortgage pipe line bonds 

National Trust Company, Limited, Toronto, Montreal, Winnipeg, Calgary and 
Vancouver. 


REGISTRAR U.S. SERIES 

5%, 54%, 5U%, 64%, 6%% First mortgage pipe line bonds 

Morgan Guaranty Trust Company of New York, New York 

SINKING FUND DEBENTURES TRUSTEE 

Crown Trust Company, Toronto 

REGISTRAR 

10% Sinking fund debentures, series A; 9%% Sinking fund debentures, series B; 
9% Sinking fund debentures, series C ; 8%% Sinking fund debentures, series D; 
9% Sinking fund debentures, series E; 

Crown Trust Company, Toronto, Montreal, Winnipeg, Calgary and Vancouver 


SUBORDINATED DEBENTURES TRUSTEE 
Montreal Trust Company, Toronto 


REGISTRAR CANADIAN SERIES 

5.85% Subordinated debentures 

Montreal Trust Company, Toronto, Montreal, Winnipeg, Calgary, Vancouver 
REGISTRAR U.S. SERIES 

5.60% Subordinated debentures 

First National City Bank, New York. 
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GENERAL COMMENTARY 
Natural gas volumes delivered for sale 
and transportation reached a record 
1,056 billion cubic feet in 1973—up 
11% over 1972. Operating revenues 
increased 16% during the same period. 
This revenue improvement is attributed 


to greater volumes sold and to the effect 
of three rate increases authorized by the 


National Energy Board during 1973 
(refer to “Rate Regulation’). Con- 
tinuing cost escalations minimized the 
effect of the rate increases on net 
income. Basic net income per average 
common share before extraordinary 
gain was $3.02 for 1973. Effective 
January 1, 1973, the Company adopted 
the equity method of accounting for 
its investment in Great Lakes Gas 
Transmission Company and compara- 
tive financial data have been restated 
accordingly. 


INCOME STATEMENT 
Referring to the Consolidated State- 
ments on page 23, gas sales revenues 
for 1973 were $430,381,609 compared 
to $373,700,036 for 1972. Operating 
income was $79,377,429, an increase 
of $12,710,750 over 1972. Income 
before financial charges was 
$97,470,358, up $14,462,841 during 
1973. Netincome applicable to common 
shares, before the extraordinary gain 
resulting from the sale of TransCanada 
Petroleums Limited, was $39,512,005, 
compared to $37,090,745 for 1972. 
Cost of gas sold in 1973 increased by 
$26,181,006 to $1 78,840,654, re- 
flecting an increase in sales volumes 
of 78.2 Bcf and higher gas purchase 
costs. Gathering charges for 1973 
increased $4,385,131 to $48,427,838 
due to higher volumes being delivered 
into the Company's pipeline system. 
Transmission by others for 1973 was 
$60,855,424 compared to $52,500,515 
in 1972. This increase results primarily 
from higher volumes being transported 
through the Great Lakes system in 1973 


} 


for sale in eastern Canada and to higher 
average unit rates charged by Great 
Lakes. } 

Increased operating and maintenance 
expenses and gross depreciation 
charges in 1973 reflect the increased 
costs of owning and operating very 
substantial additional pipeline facilities 
placed in service late in 1972 and early 
1973 and costs associated with 
facilities constructed during 1973. 
Because of partial utilization of the 
1972 pipeline additions to the 
Northern Ontario Section depreciation 
of $1,285,913 and interest of 
$5,786,494 was deferred. As set outin 
the Summary of Significant Accounting 
Policies, these deferred owning costs 
will be amortized to operating expenses 
as approved by the National Energy 
Board. 

Depreciation rates (refer to “Rate 
Regulation”) used in 1973 remained 
unchanged at 2% on pipeline and 342% 
on compressor stations and other 
transmission plant and at various rates 
on general plant equipment. 


Allowance for funds used during 
construction for 1973 was 
$11,331,448, reflecting the large 
construction program which was 
completed and placed in service late in 
the year. The Company’s 50% share in 
the undistributed net income of Great 
Lakes Gas Transmission Company for 
1973 amounted to $6,021,733, com- 
pared to $3,066,557 for 1972. Other 
Income — Other represents primarily 
interest earned on funds invested for 
short periods of time during 1973. 

Financial charges for 1973 totalled 
$57,958,353, as compared with 
$45,916,772 for 1972. This increase 
reflects the costs associated with 
carrying substantial additional amounts 
of high cost debt required to pay for the 
construction of facilities. The effective 
annual cost of carrying all borrowed 
funds as at December 31, 1973 was 
approximately 8.3% per annum (refer 

o “Rate Regulation’). Amortization of 
debt discount and expense includes 
a profit of $434,993 realized on the 
purchase of 1987 series subordinated 
debentures which were applied to 
meet normal sinking fund requirements, 


“ANNUAL GAS SALES VOLUMES 
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and on the purchase of sinking fund 
debentures, series D. Also contributing 
to this item are the lower foreign 
exchange rates applicable to the re- 
payment of long-term debt in United 
States dollars. When issued, such long- 
term debt was recorded in the accounts 
at the greater of par or its Canadian 
equivalent, determined at the various 
issue dates. 

Funds provided from operations 
during 1973 increased to $59,070,802 
or $6.38 per common share, excluding 
extraordinary gain, compared to 
$6.97 per share in 1972. 

No income taxes have been payable 
by the Company to date. This results 
from claiming certain deductions for 
income tax purposes, principally de- 
preciation, in excess of the amounts 
charged to income for accounting 
purposes as allowed by the appro- 
priate income tax regulations (refer to 
“Rate Regulation’). 


ANNUAL CANADIAN SALES 
BY CATEGORY : 
Millions of cubic feet 
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BALANCE SHEET 


ASSETS 

Investment in gas transmission plant 
totalled $1,449,925,775 at December 
31,1973 and after accumulated depre- 
ciation aggregated $1,240,782,354. On 
January 31, 1973, the Company sold 
all of its shares in its wholly-owned 
subsidiary, TransCanada Petroleums 
Limited, for a cash consideration of 
$32,000,000 resulting in an extra- 
ordinary gain of $12,461,019. 

The Company’s investment in Great 
Lakes Gas Transmission Company 
totalled $36,026,157 at December 31, 
1973, including 50% of the undistri- 
buted earnings of Great Lakes. The 
Company also has an unamortized 
balance of $4,586,458 of ‘additional 
cost of gas” re Great Lakes which is 
carried as a deferred charge and is 
being amortized (refer to Note 2 of the 
Consolidated Financial Statements). 
With respect to advance payments on 
future gas supply, the Company has 
had a portion of these funds returned by 
gas producers in western Canada late 
in 1973 and early in 1974. For further 
details on this subject, refer to Note 3 of 


WHERE THE GAS WAS SOLD IN 1973 
Percentage of volume sales 


the Consolidated Financial Statements. 
Unamortized debt discount and 
expense increased to $18,214,059 at 
December 31, 1973 due to expenses 
associated with debt issues in 1973, 
less amounts amortized during the year. 


LIABILITIES 

During 1973 the Company sold 
securities in Canada totalling 
$175,000,000 primarily to finance 
expansion of the pipeline system. In 
May, 1973 the Company sold 
$75,000,000 of 8%% first mortgage pipe 
line bonds and in December, 1973, 
$100,000,000 of 9% sinking fund 
debentures, series E. Sale of these 
securities retired all of the Company’s 
short term obligations. 

During 1973 the Company retired 
through normal sinking fund 
provisions, $24,542,000 principal 
amount of first mortgage pipe line 
bonds and $2,500,000 principal 
amount of subordinated debentures 
and purchased for cancellation 
$446,000 principal amount of 8%% 
sinking fund debentures, series D, in 
accordance with purchase fund 
provisions. 


DEBT EQUITY RATIO — fee oe 
a Debt Gam 
100% : 


64 65. 6667. 68. 69° 70 Je 773. 


Advance payments received of 
$18,764,867 represents the balance of 
amounts received from others for the 
purpose of making advance payments 
on future gas supply in western Canada. 
A full explanation of this transaction is 
contained in Note 3 of the Consolidated 
Financial Statements. 

During 1973 contributed surplus 
increased by $2,337,572. This results 
from an increase of $2,147,761, being 
the premium on common shares issued 
during the year and a $189,811 gain 
resulting from the purchase and can- 
cellation of 20,700 $2.80 cumulative 
redeemable first preferred shares as 
required by the purchase fund provision 
attaching to these preferred shares. 

Retained earnings increased to 
$96,702,076 at December 31, 1973. 
Dividends totalling $2.80 per share 
were declared and paid during 1973 on 
the $2.80 first preferred shares (at the 
rate of 70¢ per quarter), $2.75 per share 
on the $2.75 convertible first preferred 
shares series A (at the rate of 68%¢ per 
quarter) and $2.65 per share on the 
$2.65 convertible second preferred 
shares series A (at the rate of 66'4¢ per 
quarter). Four quarterly dividends of 


OPERATING INCOME AND NET 
~ Millions of dollars ies 


76 68 70 Tt 


25¢ per share were declared and paid 
on common shares. 


RATE REGULATION 
On May 10, 1973, the National Energy 
Board issued its decision on phase two 
of the Company's first rate application. 
New rates in accordance with this 
decision came into effect June 1, 1973. 
Concurrently with this decision the 
Board amended its Rules of Practice 
and Procedure to provide for expedited 
proceedings orders in rate applications. 
On June 15, 1973, the Company 
applied to the National Energy Board 
under the new expedited proceedings 
regulation for an increase in rates of 
approximately 4% to recover certain 
increased operating costs and on 
August 29, 1973 the Board approved 
these rates effective September 1, 1973. 
On August 29, 1973, the Company 
applied to the National Energy Board to 
further increase its rates on November 
1, 1973, to recover the increased cost 
of purchased gas resulting from gas 
supply contract renegotiations with 
suppliers in western Canada. This 
increase in gas sales rates, amounting to 
approximately 11% was approved by 


OPERATING COSTS AND COST OF GAS 
Cents per thousand cubic feet 


Operating costs per Mcf. Annual average price 
_ All costs including gas paid per Mcf in western 
purchases, but excluding Canada at 14.73 p.s.i.a. (with 
_ income from extraction B.T.U. and Transportation 
plant and interest adjustments) 
charges. 


» 
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the Board on October 25, 1973. 

On December 28, 1973, the Com- 
pany applied to the National Energy 
Board for further increases in gas sales 
rates. The application consists of two 
phases. 

The purpose of phase one is to 
increase TransCanada’s allowable rate 
of return from the presently authorized 
9% to 94%. The rate base will be 
calculated using all facilities required 
to meet contractual sales and trans- 
portation commitments for the year 
commencing November 1, 1973. Phase 
one is also designed to recover in- 
creases in operating costs and ex- 
penses. The approval of phase one of 
the application as filed would result in 
an increase of about 5% in Sales rates. 

The second phase of the hearings will 
be highly technical in nature. During 
this phase, the National Energy Board 
will hear the Company's proposal to 
increase its depreciation charges to 
reflect gas supplies which are expected 
to be available to the Company from 
traditional sources. The Company also 
proposes to change from the “flow 
through” concept of income tax allow- 
ance to the computation of the income 


DISTRIBUTION OF NET INCOME 
Millions of dollars 
Preferred dividends 
Common dividends == 
Retained earnings [2 
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taxes on the basis of ‘deferred tax” 
accounting. This change would require 
the gas distribution company cus- 
tomers of TransCanada to pay currently 
their share of present and deferred 
income taxes rather than postponing 
payment of these tax costs until future 
years. The changes in accounting 
methods proposed in the second phase 
will have no effect on Company profits. 
In an effort to offset any delays in the 
processing of the phase one applica- 
tion, the Company also filed an 
application with the National Energy 
Board under the expedited proceedings 
regulation. This application updates 
the average rate base on which present 
rates are designed from the period 
ended April 30, 1973 to the period 
ended October 31, 1973. On February 
20, 1974 the National Energy Board 
denied this application for expedited 
procedure. On February 25, 1974 the 
Company asked the Board to reconsider 
its decision and filed evidence 
demonstrating that the higher rates 
are required, notwithstanding the 
additional revenues anticipated from 
export sales. 


GAS TRANSMISSION PLANT GROWTH 


Millions of dollars 
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CONSOLIDATED BALANCE SHEET 


December 31, 1973 (with comparative figures at December 31, 1972) 


ASSETS 


Plant, Property and Equipment ~— at cost (Note 1 ) 
Gastransmission plant. . : : 
Interest in extraction plant and related facilities. 

Oil and gas properties . 8. 


Less accumulated depreciation and depletion . 


Investment in and Advances to Great Lakes Gas Transmission Company — 
at cost plus equity in undistributed earnings (Note 2). a 


Other Assets (Note 3) 
Advance payments on future gas ee 
Special deposits . | 


Current Assets 

Cash : 

Temporary cash investments : 

Accounts receivable 

Materials and supplies — at cost . 

Line pack and gas stored underground — at cost 
Products inventory — at lower of cost or realizable value 
Prepayments and deposits . oo 


Deferred Charges 
Unamortized debt discount and expense 
Preferred capital stock expense . 


Unamortized owning costs — Northern Ontario Section : 


Great Lakes project — additional cost of gas eee a 
Arctic pipeline eo a 
Other... : 


1972. 


$1,260,386,600. 
20,410,943 
13,574,771 


1,294,372,314 


185,520,473. 
1, 108, 851,841 


30,495,661 


21,798,789 


21,798,789. 


3,486,898 
33,178,576 
45,032,419 

5,101,079 

4,206,655 

1,184,476 

3,114,683 


95,304,786 


15,285,231 
4,038,578 
5,370,682 

654,286 
702,462 


26, 051 239 


$1,282,502,316 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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TransCanada PipeLines Limited 


and Subsidiary Companies 


SHAREHOLDERS’ EQUITY AND cee gi eay 1972 


Shareholders’ Equity 
Capital stock (Note 4) 
First preferred shares of the par value of $50.00 per share 
Authorized — 7,227,006 
Outstanding 
—$2.80 cumulative redeemable shares 
1973 )=6loe/ bC0.,.,rti‘COCOCOCOSCONCOC@SCOCSs*sis:tisi‘“‘C‘CNRNS‘CNSYSCSC¥COC(C(C#CNC((3N..WCUCW.. Ct tC, 
N972-— 902230 ..  . $ 45,411,500 
—$2.75 cumulative redeemable convertible shares. series A 
1973-— 846,825 |... ._.... .... .. . . 
7972 357,704... . . 44,385,200 
Second preferred shares of the par value of $50. 00. per share 
Authorized — 7,500,000 
Outstanding 
—$2.65 cumulative redeemable convertible shares series A 
1972°-7500000..... .. .. ... .... ....... . 
1972 —-2500,000 . . —  .rrtC—~s~—~<“CiCOCOCOC 125,000,000 
- Common shares of the par value of $1 00 per share 
Authorized — 25,000,000 
Outstanding 
1973 —9,286,419 


ee rr—“‘O™OCOC*™C : 9,204,317 
224,001,017 
Contributed surplus . . |. .... 2... .....|. 120, 135,692 
Retained earnings .. . . = tr ri DB : 65,478,799 
See ieee ee mrrrrrrr—“‘“‘“‘“(‘<‘(‘<‘<‘<‘<‘<‘“‘“<“a<‘“‘“‘(‘siésS ( 409,615,708 
Advance Payments Received (Note3). . . . =... +++... +... 1s 67 =—ss 21,586,956 
bong term Debt (Per Schedule and Note 5). .. . .... . 2... .. 730,957,512 
eee L,rr—“‘“‘“‘<‘“<‘“<‘<‘<‘<‘<‘<‘<‘i‘i‘“‘(‘(‘(‘(‘“(i‘i‘( CS ae 7,000,000 
Current Liabilities 
Porc term debtidaue witht one year... sw 21,713,265 
Notes payable. |... ......... ... . 1,264,469 
Accounts payable 63,930,134 
Interest accrued . 15,181,841 
Dividends payable . 5,192,431 
Se 342,140 


- On behalf of the Board: 


J. W. Kerr, Director 


\ 
\ aes 
ee ~ 


Beni, Manhawe, Directs 


555 $1,282,502,316 
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TransCanada PipeLines Limited 
and Subsidiary Companies 


INCOME 
_ Operating Revenues 
Gas sales : 


Gas transportation . 
Other . / 


Operating Expenses 
Cost of gas sold . 
Gathering charges . 
Transmission by others 
Operation and maintenance 
Amortization of deferred credit 
Depreciation . _ 
Deferral of depreciation oe 
_ Taxes — provincial and municipal 


: a income 


Other Income 

Allowance for funds used during construction 

Equity in undistributed net income of Great Lakes 
Gas Transmission ey cS a : 

Other —net . 


Income before financial charges . 


Financial Charges 

Interest on long-term debt. . 

Amortization of debt discount and expense less. 
gain on purchase of debentures . |. 

Other interest expense | 

Deferral of interest . 


Net Income before Extraordinary Gain 
Gain on sale of subsidiary (Note 1) 


Net Income for the Year (Note 2) . 


Net Income Applicable to Common Shares 
Net income for the year (above) . : 
Less provision for dividends on preferred shares. 


Net income applicable to common shares (Note 2) 


Net Income per Common Share 
Basic 

Before extraordinary gain 

After extraordinary gain 
Fully diluted 

Before extraordinary gain. 

After extraordinary gain 


_ See accompanying summary of significant accounting policies and notes to consolidated financial statements. 


1972 


$373,700,036 
1,391,199 
1,266,367 


376, 357, 602 


152,659,648 
44,042,707 
52,500,515 
33,283,773 

(1,094,822) 
23,359,379 
4,939,723 
309,690,923 


66,666,679 


12,046,719 


3,066,557 
1,227,562 
16,340, 838 


83,007,517 


43,970,188 


(363,346) 
2,309,930 


45,916,772 
37,090,745 


$ 37,090,745 


$ 37,090,745 
10,354,095 


$ 26,736,650 


DS 


CONSOLIDATED STATEMENTS 


Year ended December 31, 1973 (with comparative figures for 1972) 


SOURCE AND USE OF FUNDS 


Source of Funds 

Current operations 
Net income before extraordinary gain ° 
Adjustment for non-cash items : 


Funds provided from operations exclusive of extraordinary gain . 
Gain on sale of subsidiary (Note 1) ss . . 


Funds provided from operations. 

Disposal of gas transmission plant. . ; 
Disposal of extraction plant and related facilities and oil and gas 

properties as a result of the sale of subsidiary (Note 1) . 2 
Repayment of advances by Great Lakes Gas Transmission ‘Company. 
Issue of securities (net proceeds) 

First mortgage pipe line bonds 

Sinking fund debentures . 

Preferred shares . 

Common shares . 


Use of Funds 
Additions to — 
Gas transmission plant : 
Extraction plant and related facilities : 
Oil and gas properties . 
Reduction of advance payments received 
Investment in Arctic pipeline projects. 
Retirement of long-term debt . 
Reduction of notes payable as a result of the sale of subsidiary (Note 1 
Reduction of notes payable : : 
Redemption of $3.50 cumulative redeemable preferred shares special series : 


Purchase and cancellation of $2.80 cumulative redeemable first preferred shares . 


Dividends 

Other . 

Increase in working. capital exclusive of changes i in 
current portion of long-term debt ee 


1972 


§ 37,090,745 
__ 22,468,606 


59,559,351 


59,559,351 
5,364,176 


137,503,776 
97,867,348 
120,961,422 


36,509 1,488,938 


$271,346,330 
2,427,308 
2,427,268 
368,094 
(1,100,680) 
26,974,493 


71,800,000 
5,000,000 
931,949 
19,542,920 


097.929 1,011,152 


22,016,177 


15,095 $422,745,011 


_ See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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TransCanada pene es | imi 
and eo Companies - = a 


bist Mortga 
ae 1978 © 


51% Canadiar 


: a8 Canadi 

Due 1983 — 

5%% U.S. series 
64% Canadian s 


8%% Canadi 
8% Canadi 


10% series A 
 9%% series a . 
Due 1991 (Sinking fur 

9% series C. 

Due 1992 (Sinking 
8%%seriesD . . 


9% series aS 


Subordinated Deb 
5. Boe U.S. series 


5% due 1989 


TransCanada Petroleums ini 
Notes Payable (Note 1) 


Less — long-term debt due within one © year 
Canadian $26,986,664 © . 
Canadian $27,773,265 . 


- See Note 5 to consolidated financial statements. 


TransCanada PipeLines Limited 


and Subsidiary Companies _ 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The following is a description of significant accounting policies and practices: 


Regulation — The Company, which owns a natural gas transmission system erendn on the 
border across the Provinces of Saskatchewan, Manitoba and Ontario and through a portion of the P. 
subject to the National Energy Board Act and the regulations thereunder ae matters such ¢ a ra 
operations and BoC ENG. a 


Principles of Consolidation — The consolidated financial statements noe the accounts of the Com 
subsidiaries all of which are wholly-owned. The operations of the subsidiary companies are relatively mino 
to the transmission operations of the Company and have therefore been included in the consolidated stater 
under the caption “Other Income — Other’. The Company uses the equity method of accounting for its 
Great Lakes Gas Transmission Company. 


Income Taxes — As allowed by the appropriate income tax teculton. oe Conary ee followed th 
principles of claiming certain deductions for income tax purposes, principally depreciation, in exces of 
charged to income for accounting purposes. If the relevant income tax provisions and the appropriat 
permitted such deductions, income taxes would have been payable in the amount of $16, 280, 000. 
$17,000,000 for the year 1973 and to an accumulated amount of $111,750,000 at December 31, A973. 

Since there is a reasonable expectation that all income taxes payable by the Company i in future years wi 
in the Company's allowed cost of service and will be fecovetabls from customers at that time, ‘the Compan 
the taxes payable basis of accounting. . 

The Company has previously represented to the National oe eo ae it penosed | to follow. 
principles of recording only income taxes currently payable. for both accounting and rate making | purposes 
instructed that no change should be made in these procedures without the approval of the Board who 
these practices and principles for rates currently in effect. — : 

On December 28, 1973, the Company filed a Rate Application with the A vonal bee. Board te} 
This Application contains a proposal to include in these rates an allowance for past and currer 
income, calculated ona tax allocation basis. 


ee — The Company has fe for depreciation on a saightlner remaining | ii fe Oe 


life of ihe assets. It is the Board’s policy to permit the recovery of Fundepreite plant costs a | 
life of ue Pay as determined from time to time. | a 


As approved by the National Energy Bog during 1973 the conan atopied a ‘po i 
owning costs associated with the 1972 pipeline expansion: program: in northern Onta 
depreciation of a 285, 913 and interest of os 786,494, were deferred because of bee 


the original life of the respective issues. 


26 


_ Translation of Foreign Currency — Transactions originating in foreign currency have been translated to their Canadian 
_ equivalent using the rates in effect as indicated: 


Current assets and liabilities — year end rates 
_ Investment in Great Lakes Gas Transmission Company : 
Common shares — | rates in effect at dates of investment 
50% interest in undistributed net income — month end rates 
| Long-term debt due after one year — ; greater of par or rate in effect on dates of issue 


Net Income per Common Share — Net income per common share is calculated using the weighted daily average 
_number of common shares outstanding during the respective fiscal years. The calculation of net income per common 
_ Share on a fully diluted basis assumes conversion of all securities or exercise of all rights which have a dilutive effect on 
_ earnings per share. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. SALE OF SUBSIDIARY 

On January 31, 1973, the Company sold all of the issued shares in its wholly-owned subsidiary, TransCanada Petroleums 
Limited, for $32,000,000 resulting in an extraordinary gain of $12,461,019. When sold, the subsidiary had working capital 
of $4,464,609, fixed assets with a net book value of $32,074,372, and notes payable of $17,000,000. 


2. GREAT LAKES GAS TRANSMISSION COMPANY 

Great Lakes Gas Transmission Company is a United States corporation owned equally by the Company and American 
Natural Gas Company. Great Lakes owns and operates a 36 inch pipeline system extending from Emerson, Manitoba, 
through Minnesota, Wisconsin and Michigan to Sarnia, Ontario, through which substantial volumes of gas are transported 
for the Company. 

In 1973, the Company adopted the equity method of accounting for its investment in Great Lakes. This has resulted 
in a prior period adjustment which has increased the Company's retained earnings at January 1, 1972, by $85,711, pre- 
viously reported net income for 1972 by $3,066,557 and basic and fully diluted earnings per share for 1972 by $.36 
and $.23, respectively. Payment of dividends on the shares of Great Lakes is restricted under the provisions of its debt 
instruments. 

Prior to the commencement of deliveries of natural gas from western Canada through the Great Lakes system, the 
Company entered into short-term contracts for the purchase of natural gas from suppliers in the United States to assist in 
the orderly development of markets in eastern Canada. The difference between the actual cost of this short-term supply 
and the ultimate selling price of gas delivered through the Great Lakes system to the storage fields near Dawn, Ontario, is 
considered to be one of the costs of bringing the Great Lakes system into operation. The difference is carried on the 
Company's balance sheet under the caption “Great Lakes project — additional costs of gas” and, commencing in 1968, is 
being amortized to operating expenses over a period presently estimated to be 12 years at the rate of 4¢ per Mcf of through- 
put through the Great Lakes system. 


3. ADVANCE PAYMENTS AND SPECIAL DEPOSITS 
Advance payments have been received from several United States gas companies in return for the right to purchase up to 
190 million cubic feet per day of the next gas which the Company has available for export on a long-term basis. The funds 
Were used by the Company to make advance payments to Canadian producers on certain gas reserves against future 
deliveries. Certain advance payments have been refunded to the Company since November 30, 1973, and have been 
placed in special deposits. Further amounts may be refunded in 1974. 

The liability in respect of advance payments received is being extinguished by payments relative to the delivery of 
Specified gas to the Company or, under certain circumstances, may become repayable in cash with interest. In the latter 
Case, repayment of 50% of the original advances plus interest can be requested by the United States gas companies upon 


Dah 


10 days notice and repayment of the remaining portion of the advances can be le within 30 days after Novembe 
1974. 
Subsequent to December 31, 1973, two United States companies requested repayment of 50% of their ational dvaree 
which were paid from the funds placed in special deposits. Interest on these repayments, amounting to $1,059,045 is. 
included in ‘Deferred Charges — Other’. If interest should become payable on the remaining advance payments rece ived, 
the liability, net of interest earned on the special deposits, would be approximately $2,800,000 at December 31, 1973 
The Company will propose to the National Energy Board that the net interest costs incurred be anon over fut 
gas deliveries as received. _ 


4. CAPITAL STOCK 
With respect to the first preferred shares, the Company is required to maintain purchase funds which, subject to ertain 
conditions, are replenished annually on each February 1 to an amount equal to 2% of the par value of the. shares | out-_ 
standing on the previous December 31. These funds are applied, subject to certain conditions, to purchase those p efer d 
shares for cancellation to the extent, if any, that such shares are available at a price not exceeding $50.00 per share plus” 
costs of purchase. The difference between the par value and the cost of the preferred shares is credited to contrib ed 
surplus. To date, preferred shares have been purchased and cancelled only on account of the $2.80 cumulative redeemable 
first preferred shares. A similar purchase fund for the $2.65 cumulative redeemable convertible second preferred sha 
is required to be created on February 1, 1975. 

Changes in the Company's issued capital during 1973 were as follows: 


Common Shares* : First Preferred Shares 

$2.80 Series $2.75 Se 
Number Par Value Number Par Value — Number Par Value 
Balance at January 1, 1973 9,204,317 $9,204,317 908,230 $45,411,500 887,704 1 $44, 385, 200 . 
Issued for cash : 

Incentive stock options 6,225 6,225 

Warrants 5 5 
Conversions : : 
On account of preferred shares 75,896 15.896 (40,879) (2,043,950) 
1989 debentures (adjustment) (24) (4) : | 
Purchase of preferred shares for cancellation (20,700) (1,035,000) Cl 
Balance at December 31, 1973 9,286,419 $9,286,419 887,530 $44,376,500 846,825 $42 341, 250 : 


*Upon issue of common shares $1.00 is credited to capital stock with any excess of proceeds over par value allocated to contributed surplus. 


The preferred shares outstanding are redeemable at the option of the Company and have redeemable and/or convertible 
features which are summarized as follows: __ 
Convertible to Common Shares : 


Conn 
Conversion to Common Shares : eke ae ' 
q Redeemable . Price~ Rate Expiry Date = —- Reserved 
$2.80 cumulative redeemable $51.50 per share to May 1, 1975 and 
first preferred shares reducing in progressive steps to $50.50 
per share after May 1, 1977 a — — - 
Share purchase warrants issued 
in association with these shares $40.49 1 April 30, 1976 = = 499,913 
$2.75 cumulative redeemable $52.50 per share to May 1, 1978 and : 
convertible first preferred reducing in progressive steps to $50.50 7 
shares series A per share after April 30, 1984 26.92 154 May 1, 19/8 — 1,572,705 
$2.65 cumulative redeemable $52.50 per share commencing January 1, i 
convertible second preferred 1976 and reducing in progressive steps le 
shares series A to $50.50 per share after April 30, 1988 45.45. 10 _ May 1, 1982 2,750,000 


“Price is subject to adjustment under certain conditions to protect against dilution. 
28 


At December 31, 1973, 108,876 common shares were reserved for issuance upon the exercise of options granted or 
which may be granted under the terms and conditions of the Company’s incentive stock option plan. There were out- 
standing options on 87,900 shares under this plan at prices varying from $25.72 to $45.25, the last of which expires in 1983. 


5. LONG-TERM DEBT 
The Deed of Trust and Mortgage securing the first mortgage pipe line bonds provides for increased sinking fund payments 
if a Certificate of Gas Supply indicates exhaustion of gas supply earlier than specified dates. As required, the Company’s 
gas purchase, sales and gas products sales contracts and the contracts with The Alberta Gas Trunk Line Company Limited 
and Great Lakes Gas Transmission Company are mortgaged and pledged under the Deed of Trust and Mortgage. 
Under the provisions of the Indenture relating to the sinking fund debentures the Company will apply, subject to certain 
conditions, an annual amount equal to 2% of the aggregate principal amount, separately for each issue, for the purchase 
in the market of such debentures in each of the five years immediately preceding the establishment of the respective 
sinking funds. These debentures are to be purchased to the extent that such debentures are available at prices, including 
costs of purchase, that do not exceed the principal amount plus accrued interest to the date of purchase. The purchased 
debentures are delivered to the Trustee for cancellation. 
Maximum long-term debt retirements approximate $30,993,000 for the year 1975, $42,780,000 for the year 1976, 
$44,446,000 for the year 1977 and $48,102,000 for the year 1978. 
/ Based on the rate of exchange prevailing at December 31, 1973, $201,497,234 would be required to discharge the long- 
term portion of the U.S. currency debt outstanding at December 31,1973. Such long-term debt is repayable over a period 
extending to 1987 and is included in the schedule in the amount of $214,785,046. 


6. RESTRICTION ON DIVIDENDS 

Declaration of dividends on both preferred and common shares is restricted under certain preferred share provisions and 
under several debt instruments. At December 31, 1973, under the most restrictive provision, $52,400,000 was available 
for payment of dividends on common shares. 


7. REMUNERATION OF DIRECTORS AND OFFICERS 

The aggregate direct remuneration paid by the Company to fifteen directors, two of whom were officers of the Company, 
amounted to $79,316. Neither of these officers received remuneration as directors. The aggregate direct remuneration 
paid to seventeen officers amounted to $812,266. 


8. CAPITAL EXPENDITURES 
During 1974, the Company estimates that $100,000,000 may be expended principally for pipeline construction. 


-AUDITORS’ REPORT 


Peat, MARWICK, MITCHELL & Co. 
CHARTERED ACCOUNTANTS 
Commerce Court West 


P.O. Box 31, Commerce Court Postal Station 
Toronto, Ontario 


AUDITORS’ REPORT TO THE SHAREHOLDERS 
We have examined the consolidated balance sheet of TransCanada PipeLines Limited and its subsidiary companies as of 
December 31, 1973 and the consolidated statements of income, retained earnings, contributed surplus and source and 
use of funds for the year then ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the Company and its 
_ Subsidiary companies at December 31, 1973 and the results of their operations and the source and use of their funds for 
the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year (as restated — note 2). 


Toronto, Ontario : 
January 24,1974 Chartered Accountants 
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Cost of ad 

Gathering charges __ 
Transmission by others 
Operation and maintenance. 
Amortization of deferred credit 
Depreciation . 

Deferral of deprec ation. 
-Taxes—provincial and mu 
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holders aooiing further iAloraston | on WancCanada Pipetines may obtain a copy of the bookie: ‘Operating and Statistical Information 
3” by writing directly to H. N. Nichols, Treasurer, TransCanada PipeLines, P.0. Box 54, Commerce Court West, Toronto, Ontario — -M5L 162. 
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School children of today are the 
natural gas users of tomorrow and 
through the facilities of the Company's 
information services department, 
hundreds of young people have been 
able to broaden their knowledge of 
natural gas and its role in the economic 
growth of the country. One of the most 
popular vehicles for distribution of this 
information is the Student Information 
Kit, a variety package which includes 
pamphlets on the origin of natural gas, 
history of its development, operations 
of the Company, the workings of the 
Gas Control Centre, the pipeline patrol 
from the air, and a variety of other topics 
related to the industry. Hundreds of 
these Student Information Kits are 
distributed annually by the information 
services department. 

Also popular with school children 
are the school book covers, produced 
annually by the Company and 
distributed in various school areas in 


co-operation with our distribution 
company customers. The current book 
cover, which has been extremely well 
received and which is to be repeated 
next school term, is a light-hearted 
introduction to the metric system of 
measurement. More than 500,000 of 
these book covers have been 
distributed to date. 

Films are a popular medium for telling 
the natural gas story and the Company 
movie library has 12 movies and two 
film strips telling the story of the 
Company's specific activities or the 
natural gas story generally. The latest of 
these films, ‘Pipelining in a Canadian 
Winter,” was produced a year ago and 
has become one of the most popular in 
the film library. This 14 minute 
documentary offers a graphic account 
of winter pipeline construction in 
northern Ontario, illustrating Canadian 
expertise which will be invaluable 
when pipelines are built from the Arctic 


Islands and the Mackenzie River delta. 

Regular publications from informa- 
tion services include Along The Line, 
an employee magazine, and Natural 
Gas Today, an illustrated quarterly 
publication highlighting natural gas 
technology, latest Canadian applica- 
tions of natural gas and, currently, 
conservation and economical use of 
non-renewable resources. 

The Student Information Kit, school 
book covers, film catalogue and copies 
of Natural Gas Today are available 
free of charge, from: 


INFORMATION SERVICES 
DEPARTMENT 

TransCanada PipeLines 

P.O. BOX 54, COMMERCE COURT WEST 
TORONTO, ONTARIO 

M5L 1C2 


Employees in Company offices in various 
locations across the 5,367 mile system 
are shown in these pictures below and on 
the page to the right. 


TransCanada PipeLines ranted Wieetaee 


